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Street Smart Economics
^LrKnow When to Hold ’Em and When to Fold ’Em
by Norm Millikin, Vince Smith, arid Myles'V/atts
u
nderstanding how local, national, and global economies work * 
and are linked is an effective tool for jnaking tealistic^ahd 
profitable business decisions. Individuals with a sojid grasp p f  qconomicLJ 
prjgpiples better understand the major forces that affect the quality,of |®| 
I  % *heir lives. Economic literacy helps business people:
I I |  foreoast future market conditions,^®
• q^ifti0a£ future cost changes,
•^assesjjftjsiness consequences such as tne Iraq war, aftdt.''
• make tneir business more.efffcient in today’s cutthroat
environment.
Over the past decade, legmato^and edQ^tors haVe -recognised tha t^  
U.S. citizens need to be economically liter&t/.to^^m^e^ in,the 
marketplace and to be supfcl^sffil business- leaderl'/^h^,carting place 
has to’be the primary and ^condary school cFassroOm/iiWiy states now;;,
‘ nw require economic education in the scffo# System.
. By the end of 2002, 48-pf the 50 stateSwid the D^sfC^W^Coliimbia 
*> had incorporated economics into their general ed|((caffon start|ards 
^(Table 1). Thiftyffour states*,' including ^qntana| require £cKo|fs tp \
| | : implement those >stand2id& and prdfadepd^e education students need* to 
^m eet them. H k | 1
ECONOMICS
Economic Standards
Montana’s economic standards define three sets of 
benchmark economic concepts that should be acquired by 
students in the fourth, eighth, and 12th grades. Economic 
concepts for the fourth grade generally involve very 
straightforward ideas such as what are needs, wants, and 
scarcity; money, banking, and saving; prices, output, and 
consumption. These concepts can be readily integrated into 
existing curricula.
Montana’s economics standards for the eighth grade are 
more complicated, and those for the 12th grade are quite 
extensive. High school students are asked to understand 
basic definitions of economic concepts such as supply, 
demand, production, exchange, consumption, labor, capital, 
wages, inflation, and deflation. Twelfth grade standards also 
expect students to apply economic concepts to explain 
historical events, current situations, and social issues; analyze 
the influence of technological innovation on economies; and 
explain and illustrate how money is used.
In many respects, Montana’s 12,h grade economic standards 
are not dissimilar from those in other states. Table 2 shows 
the number of states requiring coverage of eight important 
topic areas. Twelve states require that students be introduced 
to basic economic principles, while another 18 states 
mandate that students learn both microeconomics and 
macroeconomics.
Only five states require students to learn some agricultural 
economics, and only four include business economics in their 
standards. Money and banking is a required area for 17 states,
and international economics is mandated in 13 states. Eleven 
states include knowledge of the development of economics 
through history, asking students to be aware of the work of 
major economists, including Adam Smith, Karl Marx, John 
Maynard Keynes, Milton Friedman, and Alan Greenspan.
In some other respects, Montana’s current standards may be 
too extensive and in need of some revision to enable high 
schools to provide effective curricula, although they represent 
a very positive first step. The standards were to be 
implemented in the 2003-4 school year.
Many schools in Montana face substantial challenges in 
addressing the new economics standards. Smaller Class A, B, 
and C schools are likely to have difficulty as teachers are 
already stretched too thin. Moreover, high school 
administrators face the difficult task of finding trained teachers 
with a sound background in economics.
Montana Initiatives
The Montana Council on Economic Education (MCEE) is 
involved with several initiatives to enhance schools’ capacity 
to address economic standards. Programs include SMG 2000, 
an Internet stock market simulation; the High School Business 
Challenge, an Internet business management simulation; the 
Economics Challenge, a program featuring competitive testing 
of macroeconomics, microeconomics, and international trade 
concepts; and a series of programs to train teachers to teach 
economic principles and concepts. The MCEE works with a 
number of partners in delivering its programs, including the 
Office of Public Instruction, the Montana Chamber
Topics State Standards
Standards 48 states, plus the District of Columbia, 
include economics in their standards.
Standards required to be 
implemented
34 states (71% of those with standards) 
require implementation of economics 
standards.
Course (s) required to 
enrollment
17 states (34%) require an economics course 
to be offered.
Course (s) with required 
enrollment
4 states (28%) require students to take an 
economics course.
Student testing required 
Source: National Council on
27 states require testing in economics, 
with 4 more states developing tests as of 
12/31/02.
Economic Education Survey of the States-April 2003.
Table 2
Economic Topics Covered in High School: 
S ta te  R equirem ents by Num ber off S ta te s
Topic
Number of States 
Requiring 
Coverage
Percentage of All 
States Requiring 
Coverage
Intro/Basic Economic Principles 12 24%
Microeconomics 18 36%
Macroeconomics 18 36%
International Economics 13 26%
Business Economics 4 8%
Money and Banking 17 34%
Development of Economics 
Through History 11 22%
Agricultural Economics 5 10%
Source: National Council on Economic Education Survey of the StateS'April 2003.
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Table 1
S ta te  In itia tives in Economic Education
ECONOMICS
Are You Street Smart 
About Economics?
Test your basic economic knowledge by answering the 
follow ing questions.
1) When one country trades wheat to another country in 
exchange for oil:
a) both countries gain
b) both countries lose
c) only the country buying gains
2) Which of the following is the most important task of ail 
economics?
a) to balance imports and exports
b) to balance the government’s budget
c) to make the best use of scarce resources
d) to save money to reduce the national debt
3) When a country's people and its other resources are
fully employed, which of the following must be true before 
more of any one item can be produced? ^
a) private enterprise has to produce it rather than the $
government ĵo
b) there has to be less production of other products 0
c) there has to be a general decrease in prices. ^
•Q
55
4) When industries or countries specialize in producing u
goods and services, this results in: ^
a) increased price inflation ^
b) less output per hour worked jj!
c) greater economic interdependence ^
d) more equal distribution of income ^
5) If your annual income rises by 5 percent while prices of 




6) Which of the following government actions is most 
likely to reduce inflation?
a) increase both spending and the money supply
b) decrease both spending and the money supply
c) decrease spending and increase the money supply
d) increase spending and decrease the money supply
Figure 1
High School B usiness C hallenge
Source: Montana Council on Economic Education.
Foundation, and Montana teacher groups. MCEE is 
affiliated with the National Council on Economic 
Education and serves more than 150 teachers and 2,000 
students each year.
The High School Business Challenge is one of the 
newest and most rapidly-growing programs offered by 
MCEE. This Internet-based simulation started in spring 
2000, represents eight business quarters, and challenges 
students to make weekly decisions involving production, 
marketing, research and development, inventory 
management, etc. Current economic issues are 
incorporated into each week’s decisions. Student teams 
compete statewide, the program is offered each semester, 
and students and their teachers are recognized by the 
Montana Chamber Foundation, which raises the funds to 
run the program.
Achieving broad-based economic literacy is a real 
challenge. If the Montana initiatives are successful, 
however, the state’s citizens will be more effective in 
competing in the global economy. □
Norm Millikin is the executive director of the Montana 
Council on Economic Education and a retired professor of 
marketing from Montana State University in Bozeman. 
Vince Smith and Myles Watts are professors in the 
Department of Agricultural Economics and Economics 
at Montana State University in Bozeman.
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President Bush Passed the 
Economics Midterm, How Will 
He Score on the Final?
The U.S. Outlook
by Paul E. Polzin
F inally. The U.S. economy seems to have shaken off its malaise of recent years, and economists expect solid GDP growth in 2004-
Fueling the growth will be:
• The expansionary monetary and fiscal policies of the 
federal government (including the tax cuts of 2001 and 2003, 
low interest rates, and increased spending on defense and 
homeland security).
• The declining value of the dollar.
• Renewed private-sector investment in computers and 
other items.
No one expects to see a repeat of the 8.2 percent growth 
posted during the third quarter of 2003. Still, 2004 and 2005 
promise solid economic growth, possibly as high as 5 percent a 
year.
Inflation is not a problem, at least for 2004. While a few 
economists worry the economy will overheat too fast, they are 
decidedly in the minority. Global Insight, the economic 
forecasting firm on contract to the State of Montana, projects 
inflation rates of 1.3 percent in 2004, 1.6 percent in 2005, and 
1.7 percent in 2006.
Figure 1
Actual and P ro jected  GDP Growth, 
C onstan t Dollars,
United S ta te s
Source: Global Insight.
Table 1
Economic Trends fo r th e  U.S. Economy, 1999-2007 





2001 2002 2003 2004
Projected
2005 2006 2007
Real GDP (chained $), percent change 4.1 3.8 0.3 2.4 3.0 4.7 3.8 3.3 3.3
Inflation (CPI-U), percent change 2.2 3.4 2.8 1.6 2.3 1.3 1.6 1.7 2.1
Interest Rates
90-day T-bills, percent 4.6 5.8 3.4 1.6 1.0 1.2 2.2 2.8 2.9
Mortgage rates (30 years), percent 7.4 8.1 7.0 6.5 5.8 6.4 7.1 7.1 7.1
Housing starts, millions 1.65 1.57 1.60 1.71 1.81 1.81 1.69 1.62 1.62
Unemployment rate, percent 4.2 4.0 4.8 5.8 6.0 5.7 5.4 5.5 5.5
Source: Global Insight.
M ontana Business Q uarterly/Spring 2004 5
OUTLOOK
Figure 2
How Well Do Econom ists F o recast?  
Real U.S. G ross D om estic P roduct
Source: University of Michigan.
And that brings us to interest rates. Nearly everyone 
believes the Federal Reserve will start ratcheting interest rates 
upward, most likely in mid-June of 2004 — well before the 
November election.
The big news last year was the falling value of the dollar. 
Most economists thought the dollar was overvalued, but the 
speed and magnitude of the decline came as a surprise. The 
slide has made our exports cheaper in the world market, 
increasing the demand for U.S. exports and contributing to the 
overall economic recovery.
Economists are not very adept at forecasting exchange 
rates. The consensus view is that there may be further, but 
smaller, declines in 2004. Nobody is willing to bet on when the 
dollar turn up again.
Most economists feel certain, and are generally in 
agreement, that the jobless recovery is over. Future 
employment growth will help to maintain the recovery.
Where economists tend to part company is in their analysis 
of the federal deficit. They may agree that no deficit is better 
than a deficit, or that a small deficit is better than a large 
deficit, but there is little agreement on the long-term or short­
term impacts of the deficit. And many economists cannot even 
agree on how the deficit impacts the overall economy.
We can try to put the problem into perspective by looking 
at various facts about the deficit.
What is the federal deficit? A deficit occurs when the
federal government’s spending exceeds its revenues. Because 
the federal government is so big, the size of the deficit is also 
very big. Very.
How common are deficits? Very. The federal government 
reported surpluses in only 12 of the 70 years between 1934 and 
2004. In the more recent past, there were surpluses in three of 
the last 24 years (Figure 3). So deficits occur between 80 
percent and 90 percent of the time.
How big were the recent deficits? Here we have some 
controversy. Deficits are usually very big numbers, with lots of 
zeros. But, the United States has a REALLY big economy. So 
the usual practice is to express the deficit as a percent of Gross 
Domestic Product. With that conversion, deficits projected 
over the next few years are about equal to those of the 1980s 
and 1990s.
Deficits do follow a pattern. Immediately after recessions, 
the U.S. government amasses its greatest deficits. The largest 
deficits occurred after the double-dip recession of the early 
1980s and again after the 1991 recession. The largest projected 
deficit followed the 2001 recession and the Sept. 11 terrorist 
attacks.
Finally, there is a definite international pattern to deficits. 
The relative size of the U.S. deficit is similar to those in other 
western economies (Figure 4). And the trends are similar 
during the last 25 years, whether a nation’s ruling government 
is conservative, Labor, Christian Democrat, or Christian
6 Montana Business Quarterly/Spring 2004
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Figure 3
The Federal D eficit 
Actual and P ro jec ted
Source: St. Louis Federal Reserve Bank and www.economy.com
Figure 4
U.S. D eficit T rends P aralle l 
Those of th e  W estern  Econom ies
Source: St. Louis Federal Reserve Bank and www.economy.com
Socialist. Political philosophy, it seems, has very little impact 
on the size or trend in the deficit.
There is one aspect about the deficit that has not yet been 
addressed by either political party, and is true for the United 
States and other western economies alike. That is the
demographic problem associated with the retirement of the 
baby boomers. As large numbers of boomers retire, they will 
put tremendous long-term pressures on the federal system, 
adding to the deficit. And these pressures are not going to wax 
and wane with the business cycle.
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Montana Avoided U.S. Economic 
Travails o f 2001*2003
The Montana Outlook
by Paul E. Pohjn
M ontana’s overall economic performance from 2001 to 2003 was well above the national average. The impacts of the 2001 recession and the aftermath of the Sept.
11 terrorist attacks were simply less severe here than in the 
nation overall. There was some overall slowing in the Montana 
economy during 2002 and 2003, but nowhere near that of the 
U.S. economy.
Several measures support the mild impact on Montana. 
Monthly employment growth held between 1 percent and 2 
p rcent in Montana, while there was negative job growth 
nationwide following Sept. 11, 2001. The terrorist attacks 
turned a short, mild recession into a longer, deeper decline 
(Figure 1).
The same patterns are also present in the Consumer Index
Figure 1
Annual P e rcen t Change in IMonffarm 
Employment Growth, U.S. and M ontana, 
J a n u a ry  2000  to  J a n u a ry  2004
Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Sources: Bureau of Business and economic Research, lh e  University or Montana- 
Missoula; The University of Michigan.
Figure 3
Nonfarm Labor Incom e and N onfarm  Basic 
Labor Incom e, M ontana, P e rcen tag e  Change, 
3-Year Moving A verage tin  c o n s ta n t do llars]
Figure 4
Labor Incom e in Basic 
In d u stries , M ontana, 2003 
[p e rc e n t off to ta l]
Source: Bureau o f Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic Research, The 
University of Montana-Missoula. Bureau of Economic Analysis, 
US. Department of Commerce.
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Figure 2
Index off Consum er S en tim ent,
U.S. and M ontana, Oct. 2000 to  Dec. 2003
OUTLOOK
Figure 5
Actual and P ro jected  P e rcen t Change in 
Nonffarm Labor Income, M ontana, 
1998-2007
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Table 1









Mining $327 $303 $-24
Wood and Paper Products 347 347 0
Agriculture and Related 495 396 -99
Nonresident Travel 360 429 69
Other Manufacturing 408 486 78
Transportation 447 486 39
Federal Government 983 1069 86
TOTAL $3,367 $3,516 $149
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Table 2
Index off Single-Family Home P rices, 









2002Q3 - 2003Q3 7.5 4.0 7.1 6.2 5.6
2001Q3 - 2003Q3 8.2 4.9 6.0 6.1 6.5
1999Q3 - 2003Q3 6.2 3.4 5.1 5.1 6.6
Source: U.S. Office of Federal Housing Oversight.
Sentiment data, which are independent of the labor market. 
Montana and U.S. indexes were about equal in 2000. But 
the Montana index displayed few of the trends of the 
national index over the following three years. U.S. 
consumer sentiment declined in April 2001, during the 
corporate scandals of 2002, and because of pre-Iraq-war 
jitters in early 2003. The Montana Index did not follow 
these trends (Figure 2).
Montana’s nonfarm labor income also posted only slight 
slowdowns in 2001 and 2003. Nonfarm labor income is the 
short-term proxy for Gross State Product.
Finally, house prices in Montana increased faster than the 
U.S. average in recent years — usually the indication of a more 
robust economy. The index of single-family homes increased 
8.2 percent per year in Montana between 2001 and 2003.
The nationwide figure was 6.5 percent (Table 2).
Montana’s housing price bubble could pop, but the chance 
is lower here than in red-hot Fresno, Calif., where home 
prices grew by 16 percent; Providence, R.I., with 12 percent 
increases; or in Miami, Fla., where prices grew by 11.1 
percent.
The data pretty conclusively show that Montana avoided 
the 2001 recession and the aftermath of Sept. 11. We also 
avoided the 1991 recession. Does that mean Montana is 
recession-proof? The short answer is no.
Montana was lucky in 1991 and 2001. The U.S. industries 
most affected by these recessions were relatively unimportant 
in the Treasure State. Future recessions may hit hard, but 
only if they are concentrated in industries important to 
Montana.
Montana avoided the nation’s overall economic woes 
because its economic base is concentrated in agriculture, 
mining, wood products, and other manufacturing, 
transportation, nonresident travel, and the federal 
government. The industries hit hardest by the national 
recession included dot-coms, high-tech manufacturing, 
communications, and financial services. Of course, Montana’s 
basic industries don’t explain everything. Factors such as 
increased education, increased capital -  including computers, 
and infrastructure also cause economic growth. Still, the basic 
industries explain most of the big trends in Montana’s 
economy during the last 30 years. It is important to remember 
that there are not just two or three basic industries. We have 
listed seven different categories of basic industries, and there 
are actually more than that (Figure 4, page 8). Categories 
such as manufacturing include a variety of activities. So it is a 
simplification to say Montana depends on only one or two 
basic industries.
Economic trends in Montana are usually the result of a 
variety of factors, not just one. For example, between 1995 
and 2000, basic labor income increased by $149 million 
(Table 1). This increase was the net effect of growth in four 
industries, declines in two industries, and stability in yet
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Table 3
Population, M ontana and  BEA Regions, 
1990-2010
Thousands of Persons Average Annual 
—  Actual —  Projected — Percent Change
Source: Bureau of the Census, U S. Department of Commerce; Bureau of Business and 
Economic Research, The University of Montana-Missoula.
another. Looking closer, we can see that increases in three of 
the industries were about equal: nonresident travel, $69 
million; manufacturing, $78 million; and the federal 
government, $86 million.
We know that the 1995 to 2000 data are certainly out of 
date. But the federal government has made major changes in 
the statistical reporting system, and more current comparisons 
risk problems associated with comparing apples to oranges.
So, what is the forecast for Montana’s economy?
Montana’s economic growth is expected to accelerate 
slightly in 2004 because of:
• continued recovery in the U.S. and world economies,
• reopening of the mine in Butte, and
• continued labor productivity growth.
With strong prices in many of the commodity markets, we 
don’t expect a significant crisis among our natural resource
industries. We have revised upward the overall forecasts from 
last year by about half a percent, and believe that some of the 
productivity increases experienced in the late 1990s now 
appear to be permanent.
There is, however, likely to be some bad economic news in 
the press. During the past few years, Montana has fared well in 
comparisons of state economic performance. That wasn’t 
because our economy improved, though, but because the rest 
of the country was suffering so mightily. Now the rest of the 
states are beginning to recover and Montana’s ranking is likely 
to drift downward. Once again, it is not because of anything 
happening here, but because of events elsewhere.
The major risks to Montana’s oudook are any faltering in 
the U.S. and world economies, the full (and still unknown) 
impacts of Mad Cow Disease, and a sharp rise in interest rates 
(affecting the construction and wood products industries).
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Missoula County
Missoula barely felt the 2001 recession or the aftermath of 
the Sept. 11 attacks. Employment growth consistently exceeded 
the statewide average, and is probably one of the reasons why 
house prices increased so significandy. The index for single - 
family home prices in Missoula County grew by 7.5 percent in 
2003, well above the statewide and national averages. In 2003, 
Missoula County was 57th out of 221 ranked metropolitan 
areas in the United States with respect to house price increases.
Missoula continues as the major trade and service center in 
western Montana and the second-largest trade center in the 
state (after Billings). Between 1995 and 2000 (the latest 
economic data available), the largest contributor to growth in 
the local economy was trade center activities. Significant 
growth occurred in health care and in business and professional 
services, such as advertising and engineering. In addition, old 
standbys such as state government (including The University 
of Montana) and the federal government (including the U.S. 
Forest Service) were also significant contributors.
Table 1
Change in Basic Industry  Labor Income, 
1995-2000, M issoula County
------- Millions of 2001 Dollars------
Change
1995 2000 1995 - 2000
Nonresident Travel $24 $23 $-1
Other Industries 39 43 4
State Government 105 120 15
Federal Government 86 101 15
Wood and Paper Products 98 100 2
Transportation 103 104 1
Trade Center 140 217 77
TOTAL $595 $708 $113
Sources: Bureau of Business and Economic Research, The University of Montana' 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
Actual and P ro jec ted  P ercen t 
Change in Nonfarm Labor Income, 
M issoula County, 1998-2007
Sources: Bureau of Economic Analysis, U.S. Department o f Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Figure 2
Annual P ercen t Change in IMonfarm 
Wage and Salary  Employment 
J a n u a ry  2000 to  J a n u a ry  2004
Figure 3
Nonfarm Labor Incom e and Nonfarm Basic Labor 
Income, M issoula County, P ercen tag e  Change, 
3-Year Moving A verage Kin co n s ta n t do llars]
Figure 4
Labor Incom e in Basic Industries , 
M issoula County, 2002 
[p e rcen t of to ta l]
Source: Bureau of Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Economic Analysis, U.S- Department o f Commerce; 
Bureau of Business and Economic Research, The University of 
Montana-Missoula
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Flathead County
Flathead County was one of Montana’s fastest-growing 
counties during the past three decades. But it was also one of 
the most volatile, as the growth rate fluctuated significantly 
from year to year. The basic industries provide the 
explanation. Manufacturing (including wood products, 
primary metals, and other manufacturing) accounts for about 
45 percent of the economic base in Flathead County.
There’s more than one thing going on, though. Between 
1995 and 2000, basic labor income increased by $60 million. 
Two sectors accounted for much of the increase: nonresident 
travel jumped by $21 million and manufacturing increased by 
$19 million. Two other industries also showed sizable 
increases: the federal government increased $9 million, 
primarily reflecting increases in salaries; and trade center 
industries increased $9 million. Kalispell continues to grow as 
a regional trade and service center.
Table 1
Change in B asic Industry  Labor Income, 
1995-2000, F lathead  County




Agriculture and Related $17 $20 $3
Nonresident Travel 38 59 21
Transportation 48 51 3
Selected Manufacturing 68 87 19
Trade Center 42 51 |
Federal Government 49 58 9
Wood Products 88 84 -4
TOTAL $350 $410 $60
Sources: Bureau of Business and Economic Research, The University of Montana-
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
Actual and P ro jec ted  P e rcen t 
Change in Nonffarm Labor Income, 
F lathead  County, 1998-2007
Figure 2
M onthly Unem ploym ent Rate 
J a n u a ry  2090-N ovem ber 2003
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula. Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3 Figure 4
IMonffarm Labor Incom e and  Nonffarm B asic Labor Labor Incom e in B asic In d u stries , 
Incom e, F lathead  County, P e rcen tag e  Change, F lathead  County, 2902
3-Year Moving A verage tin  c o n s ta n t do llars]
Source: Bureau of Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic Research, The 
University of Montana-Missoula. Bureau of Economic 
Analysis, U-S. Department of Commerce.
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Silver Bow County
The addition of about 300 well-paying jobs associated with 
the reopening of the Montana Resources Inc. mine was 
welcome news for Butte’s economy. Unfortunately, the upturn 
was balanced by job losses associated with the closure of Touch 
America. Consequently, the projected growth for 2004 is 
relatively modest in Silver Bow County — at 2.9 percent. And 
the forecast shows continued modest growth through 2007.
Long-term and short-term trends in the Butte economy are 
mostly explained by trends in the basic industries. Mining 
declined by $33 million, but trade center activities actually 
increased. Even without mining, Butte functions as a trade 
center for southwestern Montana.
Table 1
Change in B asic Industry  Labor Income, 




Millions of 2001 Dollai 
C






State Government 26 29 3
Mining 52 19 -33
Federal Government 23 25 2
Trade Center & Nonres. Travel 45 69 24
Utilities 48 48 0
TOTAL $213 $213 $0
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
Actual and P ro jec ted  P e rcen t 
Change in N onfarm  Labor Income, 
S ilver Bow County, 1998-2007
Sources: Bureau o f Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Figure 2
M onthly Unemployment Bate 
J a n u a ry  2000-N ovem ber 2003
Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
Nonffarm Labor Incom e and Nonffarm Basic Labor 
Income, S ilver Bow County, P e rcen tag e  Change, 
3-Year Moving A verage [in c o n s ta n t do llars]
Figure 4
Labor Incom e in Basic Indu stries , 
S ilver Bow County, 2002 
[p e rcen t off to ta l]
Source: Bureau o f Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic Research, The University 
of Montana-Missoula. Bureau of Economic Analysis, U.S. 
Department o f Commerce.
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Cascade County
Malmstrom Air Force Base and regional trade center 
activities account for more than half of the economic base in 
Great Falls. They are also the biggest source of economic 
change.
Since the mid-1980s, there has been slow growth in the 
overall economy in Cascade County. The cause: basic 
industries. Between 1995 and 2000, there were significant 
declines in trade center activities (mostly in retail trade rather 
than services) and in the federal government (mostly 
reflecting changes at Malmstrom AFB). Financial services 
were one of the fastest-growing components of trade center 
activities. The index of single-family home prices increased 4 
percent in Cascade County during 2003, slightly less than the 
statewide and national averages.
Table 1
Change in B asic Industry  Labor Incom e, 
1995 - 2000 , C ascade County
------- Mil
1995





Agriculture and Related $23 $11 $-12
Selected Manufacturing 26 29 3
Other Industries 23 1 25 2
Transportation 35 40 5
State Government |m „2ft... .
Trade Center 103 72 -31
Federal Gov’t (incl. Military) 274 234 -40
TOTAL $507 $435 $-72
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
A ctual and P ro jec ted  P e rcen t 
Change in Nonffarm Labor Income, 
C ascade County, 1998-2007
Figure 2
M onthly U nem ploym ent Rate 
J a n u a ry  2000-N ovem ber 2003
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University o f Montana-Missoula. Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
Nonffarm Labor Incom e and  Nonffarm B asic Labor 
Incom e, C ascade County, P e rcen tag e  Change, 
3-Year Moving A verage tin  c o n s ta n t do lla rs!
Figure 4
Labor Incom e in B asic In d u stries , 
C ascade County, 2002 
[p e rc e n t off to ta l!
Sources: Bureau of Business and Economic Research, The University 
of Montana-Missoula. Bureau of Economic Analysis, U.S. 
Department of Commerce.
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Lewis and Clark County
No doubt about it, Helena is a government town. Together, 
federal and state government represent more than 60 percent 
of the economic base. And that provides a bit more stability for 
the economy of Lewis and Clark County. State and federal 
governments also supplied the largest increases in basic labor 
income between 1995 and 2000.
Nevertheless, there are distinct long-term trends in the 
Helena area economy, with rapid growth in the 1970s, little 
overall growth in the 1980s, and moderate growth in the 
1990s. Helena’s basic industries easily explain these long-term 
trends, as well as year-to-year short-term peaks and valleys in 
the local economy. The forecasts for 2004 and beyond include 
the wage freeze for state government workers instituted by the 
2003 Legislature.
Table 1
Change in Basic Industry  Labor Income, 
1995-2000, Lewis and Clark County
------- Millions of 2001 Dollars------
Change
1995 2000 1995 -:
Agriculture and Other $27 $24 $-3
Selected Manufacturing 28 29 1
Communication & Transportation 30 38 8
Trade Center 81 88 7
Federal Government 92 104 12
State Government 166 204 38
TOTAL $424 $487 $63
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
Actual and P ro jec ted  P e rcen t Change 
in Nonfarm Labor Income, Lewis and 
Clark County, 1998-2007
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Figure 2
M onthly Unemployment Rate 
Ja n u a ry  2099-N ovem ber 2003
Percent Lewis & Clark
Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
Nonffarm Labor Income and Nonfarm Basic Labor 
Income, Lewis and Clark County, P ercen tage  
Change, 3-Year Moving A verage 
Kin c o n s tan t do llars)
Figure 4
Labor Income in Basic Industries , 
Lewis and Clark County, 2002 
[p e rcen t of to ta l)
Sources: Bureau of Business and Economic Research, The University 
of Montana-Missoula. Bureau of Economic Analysis, U.S. 
Department of Commerce.
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Yellowstone County
Billings remains the state of Montana’s largest trade and 
service center, and employment growth in Yellowstone County 
has generally exceeded the statewide average since 2000. That 
growth decelerated dramatically in 2003, with preliminary data 
showing slowdowns in construction, wholesale trade, and 
hotels/motels.
Between 1995 and 2000, the growth in basic industries was 
concentrated in manufacturing and trade center activities. 
Manufacturing increases included upgrades at Yellowstone 
County’s oil refineries. The overall growth in trade center 
activities was the net result of small declines in retail trade, 
stability in wholesale trade, and sizable increases in services. 
Health care and business services (advertising, accounting, 
etc.) were the fastest-growing activities.
The reported increase in single-family home prices in 
Yellowstone County was 7.0 percent in 2003, well above the 
national and statewide average. Yellowstone County would 
have been in the top 100 (of about 400) metropolitan areas 
nationwide, had it met U.S. government statistical criteria.
Table 1
Change in B asic In d u stry  Labor Income, 
1995-2000, Y ellow stone County




State Government $42 $50 $8
Agriculture and Related 65 64 -1
Nonresident Travel 41 42 1
Transportation 111 120 9
Selected Manufacturing 118 133 15
Federal Government 125 115 -10
Trade Center 354 419 65
TOTAL $856 $943 $87
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
A ctual and P ro jec ted  P e rcen t 
Change in Nonffarm Labor Income, 
Y ellow stone County, 1998-2007
Figure 2
Annual P e rc e n t Change in Nonffarm 
Wage and  S ala ry  Employment, 
J a n u a ry  2000 to  J a n u a ry  2004
Sources: Bureau o f Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula. Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
Nonffarm Labor Incom e and Nonffarm Basic Labor 
Incom e, Y ellow stone County, P e rcen tag e  
Change, 3-Year Moving A verage 
[in c o n s ta n t do llars!
Figure 4
Labor Incom e in Basic Indu stries , 
Y ellow stone County, 2002 
[p e rc e n t off to ta l]
Source: Bureau of Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic Research, The University of 
Montana-Missoula. Bureau of Economic Analysis, U.S. Department of 
Commerce.
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Gallatin County
Over the past 30 years, Gallatin County was one of 
Montana’s fastest-growing counties. Its economy was not typical 
of others in the state, though, because it did not experience 
declines during the 1980s and was even able to post sizable 
gains at mid-decade and grew rapidly throughout the 1990s.
Between 1995 and 2000, four sectors accounted for most 
of the basic industry growth in Gallatin County: trade center 
activities (including health care), nonresident travel, state 
government (Montana State University), and manufacturing 
(including high-tech).
The freeze in state government wages contributes to the 
slighdy slower growth forecast for 2004'2006. The real 
uncertainty lies in the future of high-tech manufacturing. 
Gallatin County is one of the few areas in Montana where 
high-tech manufacturing is important. The forecasts do 
incorporate a recovery in high-tech. The forecasted growth 
figures for Gallatin County (and Flathead County) are the 
highest among Montana cities.
Figure 1
Actual and P ro jec ted  P e rcen t 
Change in Nonfarm Labor Income, 
G allatin County, 1998-2007
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Table 1
Change in Basic Industry  Labor Income, 
1995-2000, G allatin County




Agriculture and Related $23 $23 $0
Mining and Transportation 29 29 0
Federal Government 36 42 6
Trade Center 78 99 21
Nonresident Travel 74 108 34
State Government 114 147 33
Selected Manufacturing 68 99 31
TOTAL $422 $547 $125
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 2
M onthly Unemployment Rate 
J a n u a ry  2000-N ovem ber 2003
Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
Nonfarm Labor Incom e and N onfarm  Basic Labor 
Income, G allatin County, P ercen tag e  Change, 
3-Year Moving A verage Kin co n s ta n t do llars!
Figure 4
Labor Incom e in Basic Indu stries , 
G allatin County, 2002 
[p e rcen t of to ta l]
Sources: Bureau of Business and Economic Research, The University 
of Montana-Missoula. Bureau of Economic Analysis, U.S. Department 
of Commerce.
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Ravalli County
Northern Ravalli County is part of the Missoula area 
economy, and commuters (who live in Ravalli County, but 
work in Missoula) are the largest component of the economic 
base. The 1995-2000 change in basic industry labor income 
shows no single cause of growth. Three sectors contributed to 
the increase in basic labor income: commuters, wood products 
(reflecting growth in the log home industry), and the federal 
government (including the Bitterroot National Forest and 
Rocky Mountain Laboratories). The revised data continue to 
show no measurable effects of the 2000 wildfire season on the 
overall economy.
Table 1
Change in Basic Industry  Labor Income, 
1995-2000, Ravalli County




Ag., Mining, Nonres. Travel $9 $13 $4
Transportation 9 13 4
Medical Research 8 11 3
Federal Government 25 34 9
Wood Products 24 34 10
Commuters 49 59 10
TOTAL $124 $164 $40
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S. Department of Commerce.
Figure 1
A ctual and P ro jec ted  P e rcen t 
Change in N onfarm  Labor Incom e, 
Ravalli County, 1998-2007
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Bureau of Business and Economic Research, The University of Montana-Missoula.
Figure 2
M onthly U nem ploym ent Rate 
J a n u a ry  2000-N ovem ber 2003
Source: Research and Analysis Bureau, Montana Department of Labor and Industry.
Figure 3
N onfarm  Labor Incom e and  N onfarm  Basic Labor 
Incom e, Ravalli County, P e rcen tag e  Change, 
3-Year Moving A verage |in  c o n s ta n t do lla rs]
Figure 4
Labor Incom e in B asic In d u stries , 
Ravalli County, 2002 
[p e rc e n t o f to ta l]
Source: Bureau o f Economic Analysis, U.S. Department of Commerce.
Sources: Bureau of Business and Economic Research, The University 
of Montana -Missoula. Bureau of Economic Analysis, U.S. Department 
of Commerce.
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Fergus County
Agriculture and related activities are the largest 
component of the economic base in Fergus County. We 
have also included farm implement dealers in this 
category. Manufacturing is an important sector in the 
local economic base because of the success of a local firm. 
Between 1995 and 1999, growth in manufacturing (again 
the local firm) and agriculturally-related business were the 
primary cause of the growth in basic labor income. The 
volatility of agriculture was mostly responsible for the 
significant ups and downs in the Fergus County economy 
during the last 30 years.
Table 1
Change in Basic Industry  Labor lncom ev 
1995-1999, Fergus County
— — MU 
1995





Mining, Nonresident Travel & Other $4 $4 $0
Selected Manufacturing 4 7 3
Federal Government 9 9 0
Agriculture and Related 13 15 2
TOTAL $30 $35 $5
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U.S- Department of Commerce.
Figure 1
Actual and P ro jected  P e rcen t Change in 
Nonfarm Labor Income, Fergus County,
1997-2007
Figure 2
M onthly Unemployment Rate and 
Change in M onthly Employment, 
Ja n u a ry  1999 - Ju n e  2003
Source: Bureau of Economic Analysis, U.S. Department of Commerce; BBER, The University Source: Montana Department o f Labor and Industry.
of Montana-Missoula; and Research and Analysis Bureau, Montana Department of Labor and
Industry.
Figure 3
Nonfarm Labor Incom e and Nonfarm Basic Labor 
Income, Fergus County, P ercen tag e  Change, 
3-Year Moving A verage [in co n s ta n t do llars]
Figure 4
Labor Incom e in Basic Industries , 
Fergus County, 1999 [p e rcen t of to ta l]
Source: Bureau of Economic Analysis, U.S. Department of Commerce.
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Hill County
Agriculture and railroads dominate the economic 
base in Hill County. Trade center activities account for 
about 4 percent of the economic base; most are associ­
ated with health care and reflect Havre’s role as an 
emerging regional medical center. The $17.3 million 
decline in basic labor income between 1995 and 1999 
mostly reflects volatility in agriculture. In the nonagri- 
cultural sectors, the growth in trade center (health) and 
mining (mostly oil and gas exploration) just about 
counterbalanced the declines in federal government, 
state government, and railroads. □
Paul E. Polzin is the director of The University of Montana’s 
Bureau of Business and Economic Research.
Table 1









Trade Center $2 $4 $2
Mining and Other 3 5 2
Federal Government 9 8 -1
State Government 13 12 -1
Agriculture and Related 38 20 -18
Railroad 33 32 -1
TOTAL $98 $81 $-17
Sources: Bureau of Business and Economic Research, The University of Montana- 
Missoula. Bureau of Economic Analysis, U S. Department of Commerce.
Figure 1
A ctual and  P ro jec ted  P e rcen t Change in 
Nonffarm Labor Incom e, Hill County,
1997-2097
Source: Bureau o f Economic Analysis, U.S. Department of Commerce; BBER, The University 
of Montana-Missoula; and Research and Analysis Bureau, Montana Department of Labor and 
Industry.
Figure 2
M onthly U nem ploym ent R ate and 
Change in M onthly Em ployment, 
J a n u a ry  1999 - J u n e  2903
Source: Montana Department of Labor and Industry.
Figure 3 Figure 4
Nonffarm Labor Incom e and Nonffarm B asic Labor Labor Incom e in B asic In d u stries , 
Incom e, Hill County, P e rcen tag e  Change, Hill County, 1999 [p e rc e n t off to ta l]
3-Year Moving A verage Kin c o n s ta n t do lla rs]
Source: Bureau of Economic Analysis, US. Department of Commerce.
Source: Bureau of Economic Analysis, U S. Department of Commerce.
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Travel Industry Outlook 
and Economics
by Norma P Nickerson and James J. Wilton
U.S. Leisure Travel Outlook
In 2003, leisure travel in the United States grew at a steady pace of 3 percent from the previous year. However, the travel ifrdtustry employmenttuimbers show 
a different scenario. In 2002, travel employment declined 
4-2 percenfandWorsened in 2003, with 130,000 more 
jobs lost in the first six months. Between August 2001 
and June 2003, the travel industry lost 508,000 jobs 
nationwide, compared to total U.S. job losses "of 2.1 
million. The travel industrypenerates 6 percent of 
total U.S. employment, butsuffered 24 percent of 
all job losses in that time frame (Travel Industry 
Association, 2003) .
It ban ©^confusing to see person-trips 
increasing, but employment decreasing.
Some of the indicators help explain the 
differences. First, more people are 
traveling by road rather than air. The 
airline industry is still far from recov­
ery, and capacity cuts continue (down 
3.4 percent so far this year and 10 
percent since 2001). With cuts in 
capacity, jobs are lost.
Secondly, while travel is up, 
spending is down. For example, the 
average daily rate for hotels in July 
2001 was $86.64; by September 2003, 
the rate had fallen to $82.96. A loss in 
overall revenue requires businesses to 
cut expenses. Labor is the greatest 
expense in the travel industry, and thus isjlg  
subject to cuts in times of need. In addition, 
business travel has slowed, causing a decrease
in overall hotel purchases. Finally, international arrivals to 
the United States were down 10.5 percent for the first half 
of 2003, continuing a downward trend that began Sept. 
i i .  ' j
The encouraging aspect of this outlook is the continual 
increase in domestiqjeisure person-trips. The American 
public has shown that travel is a priority in their lives.
The places they travel will vary depending on the 
economic and political situations, but these trips will
continue to dccur Also interesting is the surge 
in RV sales. With airline travel not the top 
choice among many Americans, travel 
by RV has received a jump start. 
According to TLA, RV rentals rose 
30 percent in 2002 - 2003 over 
2001. RV shipments were up 20 
percent in 2001, as well as in 
2002. Part of this increase 
was expected with the aging 
of baby boomers, but Sept.
11 seemed to put RV travel 
Sgfife. at the top of the list earlier 
IM  than expected.
In 2004, national 
I  domestic leisure travel is 
&  expected to increase by 3 
^-percent (Figure 1). As in 
the past year, travelers are 
expected to stay closer to 
home, book their trips late 
in the planning stage, and 
continue traveling on American 
vs. foreign soil.
r.
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Figure 1
D om estic Leisure Travel Will Continue 
to  Grow Slowly
Source: Travel Industry Association of America.
Figure 2
M ontana N onresiden t V isitor Trends, 
1993-2003
Source: Institute for Tourism and Recreation Research, The University of Montana- 
Missoula.
Montana Travel Trends 
and Outlook
Preliminary estimates of nonresident travel to Montana in 
2003 show a 3 percent increase over 2002 -  to 9.9 million 
visitors, or 4.1 million visitor groups (Figure 2). Once again, 
nonresident travel mirrored the national travel patterns. 
Interestingly, however, two main indicators of Montana 
travel -  Glacier and Yellowstone national parks -  did not 
follow the same trend line. Both parks started out the year 
with large increases in visitation. Then the wildfires hit.
Not surprisingly, Glacier visitation numbers for August of 
2003 were 43 percent lower than for August of 2002. For 
the year, Glacier numbers decreased nearly 13 percent over 
2002. Final recreation visitation numbers for Yellowstone 
National Park show a 1 percent increase (Figure 3).
Preliminary Montana airport deboardings for 2003 were up 
1 percent over 2002, continuing the trend of yearly increases 
(Figure 4). The outlook for 2004 in airline deboardings for 
Montana, however, is bleak. In line with national trends,
Delta Airlines is reducing airplane capacity to nearly all their 
Montana cities. The result will most assuredly be a reduction 
in state airport deboardings for the first time in over a decade.
Another indicator of the Montana travel industry is the 
performance of the hotel/motel industry. Occupancy in 
Montana was 56.3 percent in 2003 compared to 57.3 percent 
in 2002. Rooms sold in Montana decreased by 0.3 percent 
from the previous year. Therefore, while occupancy was down 
1 percent, rooms sold were barely down, indicating a year 
basically on par with 2002. Compared to the mountain region 
states that experienced a 1.9 percent increase in rooms sold, 
Montana had a different year than the rest of the West (Figure
5).
The 2004 outlook for Montana’s travel industry is mixed. 
Nationally the trend is to stay closer to home which does not 
bode well for Montana. Airline capacity to Montana has 
decreased, suggesting a lower volume of visitors even though 
only 10 percent of Montana’s visitors come by air into 
Montana. The U.S. economy is still suspect and people are 
spending less when traveling which is also a negative indicator 
for Montana’s travel industry. With those indicators alone, 
ITRR would predict a down year for nonresident travel.
On a brighter note, the overall outlook is positive based on 
an ITRR survey conducted in late November with statewide 
travel industry businesses including moteliers, attractions, 
B&JBs, ranch vacations, and campgrounds. Only 12 percent of 
business owners expect a decrease in business in 2004. 
Seventy-nine percent said they expect to have an increase 
because of their marketing efforts, their continued trend of 
increases, and increased bookings for 2004. In addition, 
Montana’s Lewis and Clark bicentennial commemoration 
continues to be on the radar screen and could be an influence
22 Montana Business Quarterly/Spring 2004
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Figure 3 Figure 4
National P ark  V isitation, 1992-2003 M ontana Air Traffic, 2000-2003
Source: National Park Service. Source: Montana Aeronautics Division.
in visitation numbers. However, predictions of increases are 
virtually impossible. While we believe the commemoration 
will have a positive influence on visitation to Montana and 
could be a factor in 2004, it will more likely be noticed in 
2005.
In summary, based on all the above indicators, ITRR 
believes the outlook for Montana’s nonresident travel industry
will remain on par for 2004, or slightly higher at approximately 
10 million visitors. □
Norma P Nickerson is director of The University of Montana’s 
Institute for Tourism and Recreation Research. James J. Wilton is 
assistant director of ITRR.
Figure 5
P ercen t Change in Rooms Solil, 2000-2003
ki
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Figure 6
M ontana N onresiden t E xpenditu res D istribution
Montana Nonresident Expenditures and Economic Impact
Preliminary estimates show nonresident spending of 
$1.8 billion in Montana in 2003, with a resulting economic 
impact to the state of $2.6 billion. Expenditures greater 
than $10 million occurred in just 22 of Montana’s 56 
counties (see map). Yellowstone County and Gallatin 
County receive the greatest number of dollars from 
nonresidents, followed by Flathead County (including 
Glacier National Park) and Missoula County.
Expenditures by travel region show that Glacier Country, 
Yellowstone Country, and Custer Country are the top three 
revenue'generating regions in the state.
Characteristics of visitors who spent a night in the county 
indicate that Flathead County visitors spend the longest 
time in the state (6.8 nights) compared to Silver Bow and 
Yellowstone County visitors who spend the least amount of 
time in the state (4.2 and 4.6 nights respectively).
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Table 1
N onresident Dollar E xpenditures [in thousan d s] by C ategory and County 
and V isitor C h arac te ris tic s , S ta te  of M ontana, 2003
Expenditure Category Cascade Flathead Gallatin Lewis & Clark Missoula Silver Bow Yellowstone
Camping $ 427 $ 3,323 | $ 3,957 $ 492 I $ 2,729 $ 967 | $ 3,540
Hotel 11,985 23,670 | 46,397 9,794 f 23,954 9,395 29,081
Gas 11,302 22,724 42,255 8,153 1 42,507 26,708 62,78
Restaurant 12,338 27,576 50,580 15,873 . 1,878 11,139 50,257
Grocery 5,804 14,505 | 16,499 4,152 I 7,113 7,744 14,495
Retail 14,770 38,743 1 56,759 14,857 1 30,791 6,483 90,656
Outfitter ND* 6,622 3,406 9,076 1,053 39 i ND*
Auto 5,672 3,569 1 1,310 3,644 5,437 2,813 22,803
Transportation 158 289 % 330 163 235 22 | 830
Ent. Fees 1,047 3,509 ' 3,761 2,113 500 278 | 869
Other 458 1,795 4,025 313 2,826 918 4,159
Total $ 63,961 $ 146,325 if $ 239,279 $ 68,630 $ 149,023 $ 66,506 $ 279,479
Travel Regions
Entire State (in thousands) Russell Glacier Yellowstone Gold West Glacier Gold West Custer
$ 1,800,000 $140,716 496,512 455,115 219,186 496,512 219,186 455,540
% of state 7.80% 27.60% 25.30% 12.20% 25.30%
Characteristics of Visitors W ho Spent At Least One Night in the County
Cascade Flathead Gallatin Lewis & Clark Missoula Silver Bow Yellowstone
Length of Stay in MT (nights): 6.2 6.8 5.5 5.8 I 5.1 4.2 4.6
Main Purpose of Visit:
Vacation 43% 75% 56% 39% 39% 48% 33%
Passing Through 14% 5% 6% 9% 26% 32% ; 23%
Visiting Friends & Relatives 4% 11% 1 14% 29% 21% 10% 20%
Business 24% 6% 11% 13% 10% 8% 17%
Group Type:
Couple 41% 52% 44% 41% 46% 43% 38%
Family 25% 26% 30% 24% 26% 30% 0%
Individual 24% 8% J 16% 20% 18% 18% 25%
Repeat Visitors: 86% 75% 1 75% 87% 82% 79% 82%
Where do Visitors Come From?
12% ALB 11% CA 13% WA 15% WA 23% WA 27% WA 2%ND
11% WA 9% ALB 11% CA 13% ALB 8%CA 6% ID, CA 11% WA
8%ND 6% WA 4% WY, OR 7% CA 7% MN 5% ALB, MN 8% WY, ID
6% CA 5% OR, CO ; 4% AZ, MN 6% OR, CO 6% ID, OR 4% OR 6% CA, CO
4% ID, MN 4% MN, ID 4%TX, ND 4% ND, WI 4% MN
4% OR, PN 4% WI 3% SD, OR
4% WI, WY 3% MI
Activities while in MT:
Shopping 44% 49% 44% 45% 41% 33% 38%
Wildlife Viewing 32% 47% * 39% 26% 32% 30% 20%
Visit Historic Site 32% 30% 33% 26% 25% 38% 23%
Day Hike 32% 50% i 35% 34% 31% 24% 17%
Visit Lewis and Clark Site 33% 6% 18% 19% 14% 18% 12%
Camping 24% 30% ; 23% 19% 4% 23% 17%
Picnicking 22% 37% 28% 23% 23% 23% 15%
Fishing 13% 16% 17% 19% 10% 10% 8%
Visit Indian Sites 19% 16% 15% 15% 11% 24% 16%
* No data available.
Source: Institure for Tourism and Recreation Research, The University of Montana-Missoula.
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HEALTH CARE
Lack of Health Insurance 
Plagues Montanans
by Stephen F. Seninger and Daphne Herling
H ealth care spending in Montana topped $4billion in 2003, a spending level that represents 16 percent of the state’s gross domestic product. In spite 
of this high level of health care spending, 19 percent of 
the state’s population, or 173,000 Montanans, did not 
have any kind of health insurance -  public or private. 
Lack of health insurance is lack of access to health care, 
meaning that workers, their families, and children go 
without regular checkups and normal preventative health 
care services. Lack of adequate health care represents a 
serious under-investment in Montana’s most important 
asset: people, workers, families, and children. 
Under-investment in the health of Montanans is partly 
due to the ever-higher cost of health care and health 
insurance to employers and consumers, a problem that 
is getting worse every year.
Health Insurance 
Coverage In Montana
In 2003, BBER conducted an in-depth survey of more than
5,000 Montanans on the topic of health insurance 
(www.dphhs.state.mt.us/hpsd/uninsured/index.htm). Slightly 
more than half (51 percent) of all Montanans had employer- 
based health insurance. Individual health insurance policies 
accounted for 9 percent of the state’s population. Medicaid 
and the Children’s Health Insurance Program (CHIP) 
accounted for 6 percent, a rate that was lowered somewhat by 
counting persons who were dual-enrolled in Medicare and 
Medicaid as being Medicare-insured. Medicare covered 15 
percent of Montana’s population. The 19 percent uninsured 
population is not necessarily by choice. Ninety percent 
of the uninsured reported being unable to buy health insurance 
after they paid for their food, clothing, and shelter.
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Uninsured rates for the non-elderly population are a more 
accurate measure of the health insurance gap in Montana 
since nearly everyone 65 years of age and older has health 
insurance through Medicare (Table 1).
The uninsured rate for Montana’s non-elderly population is 
22 percent statewide and showed considerable variation over 
different regions.
Flathead County and rural counties in Western Montana 
have one of the highest uninsured rates for people under 65 
years old. Silver Bow and Cascade Counties have some of the 
lowest uninsured rates in the state.
Montanans who lack health insurance come from every 
socioeconomic group (Figure 2). A  high percent of employed 
Montanans without insurance are in permanent jobs (84 
percent) and are employed by small employers of 10 or fewer 
employees (56 percent). People without health insurance are 
likely to be:
• white (86 percent),
• adults over 25 years of age (67 percent between the 
ages of 26 and 64),
• high-school educated or higher (92 percent),
• single or divorced/separated (31 percent + 1 5  
percent for combined 46 percent),
• more than 1.5 times over the federal poverty level*
(62 percent),
• self-employed or employed by someone else 
(77 percent).
*The federal poverty level is defined by family income; for example, an income 
of $18,400 is the poverty level for a family of four
Figure 1
Insu rance  Coverage by Type, 
M ontana, 2003, In =2,9411
Source: Bureau of Business and Economic Research, The 
University of Montana-Missoula, 2003 Household Survey 
on Health Insurance.
Employers, Workers, and 
the Affordability Gap
Health care costs and health insurance premium increases 
of more than 12 percent for the past two years make cost and 
affordability major obstacles to health insurance coverage. 
These higher health care costs put employers in a bind, 
especially small employers where wages and benefits affect 
small operating margins. Higher employee premium shares, 
higher co-pays, and higher deductibles shift some of the rising
Figure 2
Who a re  M ontana’s  U ninsured in 2003?
H ousehold Incom e in 2003 E ducational A tta in m en t E m ploym ent S ta tu s
Note: The federal poverty level is defined by family income; for example, an income of $18,400 is the poverty level for a 
family of four.
Source: Bureau of Business and Economic Research, The University of Montana-Missoula, 2003 Household Survey on Health Insurance.
I
M ontana Business Q uarterly/Spring 2004 27
HEALTH CARE
Table 1
M ontana U ninsured R ates by County fo r 
Under 65 Population, 2003
Region/ County Uninsured Rate





Silver Bow 13% 6.4%
West Rural 27% 5.2%
Lewis & Clark 20% 6.6%
Cascade 15% 5.0%
North Central Rural 22% 4.6%
Yellowstone 21% 4.4%
Gallatin 22% 6.2%
East & South Rural 20% 4.6%
Source: Bureau of Business and Economic Research, The University of Montana- 
Missoula.
Table 2
Firm s Offering H ealth In su rance , M ontana, 
2003 , In =5201
Firm Size 
No. of Employees No Insurance Certain Employees All Employees
1 to 5 63.0% 9.4% 27.5%
6 to 10 47.7% 15.4% 36.9%
11 to 19 28.1% 18.8% 53.1%
20 to 100 20.1% 34.4% 45.5%
More than 100 3.9% 47.4% 48.7%
Source: Bureau of Business and Economic Research, The University of Montana- 
Missoula.
health insurance costs to workers. Based on a BBER statewide 
survey of Montana employers, more than 40 percent of firms 
with 10 or fewer employees offer health insurance; one-third of 
small firms offering health insurance do so for all employees, 
typically for those working 30 hours or more per week. For the 
81 percent of Montana firms not offering health insurance, 
high premiums are cited as the major reason they do not 
provide it as a benefit. Firm size, measured by number of 
employees, was the major determinant for offering job-based 
health insurance in Montana. Many employers said that 
offering health insurance helps attract and retain good 
employees. Many would like to offer it as a benefit, but find the 
cost prohibitive and, especially small business owners, often go 
without health coverage for themselves or their families.
There was some difference in insurance offer rates when the 
small firm cutoff of 10 or fewer employees was subdivided into 
firms with one to five employees, 63 percent of which did not 
offer insurance, and firms with six to 10 employees where 48
percent did not offer insurance (Table 2). The percent of firms 
not offering insurance decreased to 29 percent for firms with 
11 to 19 employees and continued to drop as firm size 
increased. More than 95 percent of firms with more than 100 
employees offered health insurance, and 100 percent of very 
large employers with 500 or more workers offered health 
insurance.
Not all workers were offered insurance in large firms. Small 
firms offered coverage to a portion of their employees. Large 
firms offered insurance to a higher proportion of their workers, 
although not necessarily to their entire workforce. The average 
number of hours worked per week as a requirement for health 
coverage was 30 hours. The average waiting period before 
becoming eligible for the employer’s health coverage plan was 
four months.
When asked why their eligible employees did not use the 
health insurance coverage offered, 28 percent of the employers 
responding to this question cited high premium costs and the 
affordability of insurance as the major reason. More than 80 
percent of employers cited higher prices for hospital care, 
prescription drugs, physician care, and malpractice insurance 
as major reasons for health insurance premium increases.
Employer costs of health insurance premiums were cited as 
the major reason that employers did not offer health insurance. 
Eighty-one percent of the firms responding to this question 
thought premiums were too high and prevented firms from 
offering insurance. Six percent thought high turnover 
prevented Montana firms from offering health insurance 
coverage, 9 percent thought employees were covered by 
another plan -  perhaps that of their spouse or partner — and 
therefore did not need to be offered insurance.
Under-Investing In 
Human Capital
High cost and affordability as determinants of high 
uninsured rates are driving a serious under-investment in 
people. As shown in Figure 3, some age groups are at very high 
risk of not having health insurance and inadequate 
maintenance of health. Young Montanans aged 19 to 25 are 
twice as likely to be uninsured as the average Montanan, a 
serious deficiency for young people entering Montana’s 
workforce. Nearly 100,000 older working adults between the 
ages of 26 and 64 are also without health insurance. The 17 
percent uninsured rate for children 18 years of age and below 
represents 41,000 Montana kids who are not getting adequate 
health care.
A  recent report from the National Academy of Sciences 
outlines the negative impacts of uninsurance on communities. 
The report shows that the consequences of not having health 
insurance include a greater burden of disease and disability, 
diminished social capital, lower revenues for providers and 
facilities, resulting in increased public or private spending. The 
overall adverse economic effects include higher taxes, loss of 
providers, and loss of tax revenue. Adaptive strategies are then 
put in place to replace lost revenues, creating a spiral of 
increasing costs to reduce uncompensated health care (http:// 
books.nap.edu/catalog/10602.html).
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Figure 3
M ontana U ninsured Rate by Age, 2003
Source: The Bureau of Business and Economic Research, The University of 
Montana-Missoula, 2003 Household Survey on Health Insurance.
The value we lose every year when so many Americans do 
not have health insurance is significant. The Institute of 
Medicine estimates a return of $1.8 million for every additional 
$1 million of increased health insurance coverage for the 
nation’s uninsured families and children (www.nap.eduetc). 
Uninsured children suffer health deficits, which lead to 
developmental and educational problems. Families with 
uninsured members incur increased financial risk, with the 
ensuing uncertainty and anxiety this causes. When 
communities have high uninsured rates, instability is created 
among health care providers and health care institutions, 
thereby reducing availability of health services. Last but not 
least, is the loss of workforce productivity.
Children who do not have health insurance have a 
significandy higher risk of not reaching their academic 
potential, partly because of a lack of treatment of common and 
treatable childhood conditions including iron deficiency 
anemia, dental disease, ear infections, asthma, and attention 
deficit hyperactivity disorder. Uninsured children are six times 
more likely to lack a regular source of health care than are 
insured children.
Public health programs such as Medicaid and the Children’s 
Health Insurance Program (CHIP) have traditionally filled in 
some of the uninsured gap for Montana kids. About 16 percent 
of all Montana kids aged 18 and under receive health coverage 
from Medicaid or CHIP one of the highest coverage rates from 
these programs of any age group. In spite of the important 
health care access role played by public health programs, there 
are limitations created by government budgets and geographic 
access in rural areas. Estimates of the number of Montana 
children eligible, but not receiving Medicaid or CHIP are
22,000 youths 18 years of age and younger. To insure these
22,000 kids, the total costs to state would be $7.2 million, with 
the remaining balance of $29 million coming from a federal 
match of $4 per $1 in state money.
High Return Investments
Investment in children’s health and development show very 
high returns. One example of an early childhood program is 
Head Start, a public preschool program for disadvantaged 
children. A  longitudinal study following children in the Head 
Start Program showed that, for whites, participation is 
associated with a significantly increased probability of 
completing high school and attending college, as well as 
elevated earnings in the early 20s.
Research by the University of Chicago’s Dr. James 
Heckman, the 2000 Nobel Laureate in Economics, shows high 
rates of return on investments in children at an early age, 
particularly when compared to the higher costs and lower 
benefits of training and education for older workers. Early- 
childhood programs that provide health care and preschool 
education have estimated returns for every dollar spent of up 
to $9 in future earnings and taxes plus savings to schools, the 
criminal justice system, and welfare. Such high payoffs to 
investment in children’s health and development offer some of 
the best returns on public investments in a state’s economy.□
Stephen F. Seninger is director of economic analysis and director 
of Montana KIDS COUNT at The University of Montana’s 
Bureau of Business and Economic Research. Daphne Herling is 
director of development and community relations for the Montana 
KIDS COUNT project and BBER’s director of community 
research.





The Montana agricultural sector produces a wide array of 
commodities. Two commodities, beef cattle and wheat, 
typically account for between 70 and 80 percent of market 
receipts. As always, agricultural policy is important for 
Montana farm and ranch incomes.
Wheat Outlook
Drought conditions continued to take their toll on 
Montana’s farmers and ranchers in 2003. However, because of 
some timely spring and early summer moisture, Montana 
farmers fared slightly better in 2003 than in 2002. O n average, 
wheat yields were up 18 percent to 27.2 bushels per acre, but 
this remains well below yields of 32 bushels per acre under 
normal growing conditions. Better yields in 2003, along with 
more harvested acreage, led to a 25 percent increase in 
Montana’s wheat crop from 2002.
Growing conditions for wheat were even better throughout 
the nation than in Montana. As a result, U.S. wheat
production was up 44 percent in 2003 because more acreage 
was under production and yields were higher. Although this 
higher production caused wheat prices to slip in the summer, 
by late fall market conditions began to change as widespread 
drought in Europe took its toll on world wheat production.
Based on the USDA’s latest projections, global wheat 
production in 2003 is expected to be the lowest in eight years, 
while ending stocks of wheat are expected to be the lowest in 
nearly three decades. As a result of dwindling world supplies, 
many foreign countries have begun to aggressively purchase 
U.S. wheat to cover the shortfall. Current projections call for a 
20 percent increase in U.S. wheat exports as a result of global 
shortages.
While the short-term picture for the wheat market is 
favorable, the longer-term picture is less positive. Long-run 
demand problems continue to plague the wheat market. U.S. 
consumption of wheat has grown slowly at about 1 percent per 
year in the past decade. However, U.S. exports of wheat have
Figure 1
M ontana W heat P rice s  and 
U.S. Ending W heat S to ck s, 
1990-2004
Figure 2
M ontana S te e r  P rice  and 
U.S. C attle  Inventory,
1980-2004
Source: Montana Agricultural Statistics Service and USDA-WAOB, 1991-2003. Source: Montana Agricultural Statistics and National Agricultural Statistics, 1980-
The year 2004 is a  forecast by the author 2003. The year 2004 is a  forecast by the author
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Cattle prices soared to 
record heights in 2003 
due to dwindling U.S. 
beef supplies, strong 
domestic demand, and 
a resurgence in U.S, 
exports as a result o f 
Canadafs BSE outbreak.
declined steadily over the same period, averaging a 3.2 percent 
drop per year since 1992, with the exception of this year. All 
uses of U.S. wheat have declined 1.5 percent per year in the 
last 10 years, with no indications that this trend will reverse in 
the near future.
Higher global prices for wheat will induce an expansion in 
world wheat production in 2004. As a result, U.S. export 
business will likely slow in the coming year and prices should 
begin to drift lower. Assuming normal weather for the United 
States, Montana’s wheat prices will likely fall to $3.25 per 
bushel from the 2003 all wheat price of $3.75 per bushel.
Cattle Outlook
Cattle prices soared to record heights in 2003 because of 
dwindling U.S. beef supplies, strong domestic demand, and a 
resurgence in U.S. exports as a result of Canada’s BSE 
outbreak. The cattle market continues to be bolstered by 
dwindling supplies of beef, as cattle inventory numbers have 
fallen for seven consecutive years. In 2003, U.S. beef 
production was off 3 percent from 2002.
On the demand side, U.S. beef demand remained relatively 
strong even in the face of record high beef prices. However, 
the biggest boost has come on the export side. In May of 2003, 
an isolated case of BSE in Canada resulted in a shutdown of 
their beef and cattle trade with the United States and other 
foreign partners. This led to a 7 percent increase in U.S. beef 
exports as foreign markets turned to the United States to fill 
the loss of Canadian beef. Furthermore, because the United 
States has been a major buyer of Canadian cattle, the ban on 
Canadian beef trade led to lower imports of cattle into this 
country.
Tighter U.S. supplies of beef led to a sharp run in cattle 
prices at the end of 2003. For 2004, cattle prices should
continue to be strong in the first half of the year as lower beef 
supplies continue to persist and the Canadian ban on cattle 
continues. However, policymakers are beginning to explore 
opening the U.S. border to Canadian cattle, so by the first half 
of 2004, trade conditions should return to normal. As such, 
the second half of 2004 should witness lower cattle prices as 
compared to 2003, but low supplies should keep U.S. cattle 
prices high by historical norms.
Agricultural Policy
U.S. policymakers, cattle producers, and beef packing 
companies spent much of 2003 debating the merits of a new 
Country of Origin Labeling (COOL) law. Originally initiated 
in the 2002 Farm Bill, this law would require unprocessed 
fresh, frozen, and ground beef and pork to display country-of- 
origin labels. Although the intent of the law was to  show 
consumers what beef products were from foreign countries, 
international trade requirements of the WTO would also 
require U.S. products to be labeled as well. As such, 
verification of domestic-raised cattle would pose costs for U.S. 
producers.
Those parties who support COOL argue that consumers 
would willingly pay more for U.S. beef and should be given the 
information about the country of origin of their beef. On the 
other hand, opponents of COOL believe the costs to U.S. 
producers will far outweigh any potential increase in U.S beef 
consumption, causing producers to ultimately lose under the 
new law.
Both sides vigorously debated this issue in 2003, and the 
law was placed on hold until 2006. □
Myles Watts is a professor of Agricultural Economics and 
Economics at Montana State University in Bozeman.





by Charles E. Keegan III, Thale Dillon,
Robert Campbell and Todd A. Morgan
Figure 1
M ontana M anufacturing  Employment, 
1993-2003 Montana’s manufacturing industry continues to face challenges in the wake of three years of declining production and employment. 
However, the sector continues to:
Sources: Bureau of Business and Economic Research, The University of 
Montana'Missoula; Bureau of Economic Analysis, U.S. Department of 
Commerce.
• employ more than 25,OCX) workers,
• produce approximately $4 billion in output 
annually, and
• account for more than 20 percent of Montana’s 
economic base.
Even though many components saw improving 
conditions in late 2003, manufacturing job losses were 
even greater than in the previous two years with 
closures and curtailments in most sectors. The 
increased losses in 2003 were concentrated in 
the forest products, machinery, equipment and 
instruments, and primary metals sectors. The declines 
can be attributed to difficulties in the previous years,
as well as to:
Table 1
Em ployment in M ontana’s  
M anufacturing S ec to rs , 
1993 and 2003
N um ber of
-----  W orkers —
1993 2003
Wood, Paper and Furniture 11,549 9,286
Miscellaneous Manufacturing* 5,103 4,912
Machinery, Equipment, and Instru. 1,975 3,428
Food and Beverage 2,642 2,935
Chemicals, Plastics and Petroleum 1,556 1,660
Printing and Related Support 1,061 1,654
Cement, Clay, and Glass 1,210 1,262
TOTAL 25,096 25,137
^Miscellaneous Manufacturing includes primarly metals, as well as light 
manufacturing such as sporting goods, musical instruments, games and 
toys, and jewelry.
• very low prices in some sectors, especially in the 
first half of 2003,
• limited raw material availability, particularly in 
the forest products industry, and
• increased operating costs in utilities 
and health care.
Numerous firms benefited from record-low interest 
rates and improved prices as the year progressed. A 
stronger U.S. and global economy and a declining U.S. 
dollar were largely responsible for improving conditions 
as the year ended.
Although faced with difficulties in recent years, 
Montana manufacturing employment enjoyed growth 
in the 1990s (Figure 1). During that decade, Montana 
manufacturers added more than 2,000 jobs, reaching 
a peak of 27,082 workers. This increase, however, was 
offset by a rapid decline that continued through 2003 
when employment totaled 25,137 (Table 1).
After suffering job losses during the “manufacturers’ 
recession” in 2001, firms throughout the nation 
continued to cut back in 2002. Montana’s job losses 
were proportionately less than the nation as a whole 
through 2002. However, estimated manufacturing job 
losses in Montana during 2003 were about 5 percent, 
compared to 4 percent nationwide.
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Figure 2
Labor Income in M ontana M anufacturing 
Industries , 1993-2003
Table 2
Labor Incom e in M ontana’s  





Wood, Paper and Furniture $426 $331
Chemicals, Plastics and Petroleum 99 138
Miscellaneous Manufacturing 130 130
Machinery, Equipment, and Instru. 57 106
Food and Beverage 80 100
Printing and Related Support 27 36
Cement, Clay and Glass 37 33
TOTAL $856 $874
Sources: Bureau of Business and Economic Research, The University of 
Montana'Missoula; Bureau of Economic Analysis, U.S. Department of 
Commerce.
^Miscellaneous Manufacturing includes primarly metals, as well as light 
manufacturing such as sporting goods, musical instruments, games and 
toys, and jewelry.
In terms of profits, 2003 proved to be a mixed bag for 
Montana manufacturers. Firms surveyed for this report saw 
their profits increase, decrease, and remain level in nearly 
equal proportions; most said their performance was largely 
due to the state of the economy. Economic conditions in 
2003 affected firms in different ways -  some lost business and 
laid off workers, but a few expanded and hired more people.
Outlook
Anticipated modest improvements in the national and 
global economies in the coming years, paired with a 
comparatively weak U.S. dollar, should improve operating 
conditions for U.S. and Montana manufacturers. While 
Montana manufacturers have seen fewer declines than their 
counterparts throughout the nation, it is uncertain whether 
this pattern will continue.
Half of the state’s larger manufacturers responding to our 
survey expect improved operating conditions in 2004, with 
only 13 percent foreseeing worsening conditions.
Seventy percent expect to keep their workforce at the 
same level in 2004, while 20 percent foresee an increase. Fifty 
percent of firms expect higher profits in the coming year, with 
38 percent anticipating them to stay the same.
Surveyed manufacturing firms highlighted several issues in 
addition to the state of the economy that will influence their 
operations in the coming year. Most notable among these 
were the price and availability of raw materials and increased 
insurance costs (health insurance, workers compensation, 
etc.).Q
Table 3
M anufacturing Labor Income Among 
M ontana C ounties, 2001
2001 Manufacturing Percent of State’s
Labor Income* Manufacturing







Lewis & Clark 31 4%
Lake 30 3%
Lincoln 27 3%
Silver Bow 21 2%
Remaining 46 Counties 118 14%
State Total $869 100%
* County-level labor income does not include the logging industry. If logging were 
included, it would add approximately $85 million in labor income at the state level, 
mosdy in western Montana.
Sources: Bureau of Business and Economic Research, The University 
of Montana-Missoula; Bureau of Economic Analysis, U.S. Department 
of Commerce.
Charles E. Keegan III is director of forest industry research at 
The University of Montana Bureau of Business and Economic 
Research. Thole Dillon is a BBER research associate. Robert 
Campbell is director of UM's Montana Business Connections. 
Todd A. Morgan is a Bureau research forester.
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Current Conditions and 2004 Forecast
by Charles E. Keegan III, Todd A. Morgan, Steven R. Shook, 
Francis G. Wagner, and Keith A. Blatner
Operating Conditions
A fter very low levels during the first six months of the year, wood products prices increased substantially in the last half of 2003 (Figure 1). Plywood prices reached all- 
time highs, and lumber prices reached their highest level 
since early 2000. The upward surge in prices was attributable 
to a number of factors, including:
• Continuing high domestic lumber consumption, with 
low mortgage rates encouraging builders and buyers;
• A  weaker U.S. dollar, leading to decreased lumber 
imports;
• Increased demand in other countries, Japan in 
particular;
• Severe forest fires in British Columbia causing mill 
closures;
• Heavy rain in the southeastern United States, 
reducing log availability in that region; and
• Wood products orders by the federal government for 
reconstruction in Afghanistan and Iraq.
Montana mills did not benefit fully from the high prices, 
with forest closures during this summer’s wildfires and
Figure 1
N ationw ide Com posite Lumber P rice s  
Monthly, 1990-2003
Source: Random Lengths Publications.
34 M ontana Business Q uarterly/Spring 2004
FOREST PRODUCTS
court decisions related to federal lands creating log shortages 
and curtailments at numerous mills. Two major mills have 
closed since 2002. Stimson’s plywood plant in Libby closed in 
December 2002, citing poor markets, and Louisiana Pacific’s 




The estimated total sales value of the state’s primary wood 
and paper products in 2003 was $970 million, nearly the 
same as in 2002 (Figure 2). Despite the high prices in the 
second half of the year, two permanent mill closures and 
curtailed production at numerous mills led to reduced 
production, employment, and wages for the year.
Employment was about 9,400 workers, down nearly 4.5 
percent from the previous year, and worker earnings were also 
down about 5 percent (Figure 3).
Lumber production in the state was slightly more than 
1.11 billion board feet, down from 1.14 billion board feet in 
2002 (Figure 4). Somewhat surprisingly -  given strong U.S. 
housing starts -  the log home industry experienced its third 
straight year of weaker sales. Before this time, this industry 
had been growing consistently since the early 1970s.
Montana log home producers attributed the decline to the 
overall economy, timber availability, and the wildfires, which 
reduced tourism in the region. Log homes often sell into high- 
end, luxury second-home markets and have not reacted as 
positively to low interest rates.
Outlook for 2004
Lumber prices were up sharply in the first quarter of 2004, 
and a number of factors point to good prices well into the 
year. Interest rates should remain low and domestic wood 
products consumption is expected to remain high. Also, the 
U.S. dollar should weaken somewhat more in 2004, and an 
agreement with Canada setting quotas on softwood lumber 
imports is possible. Both events could positively impact 
lumber prices. With the quota agreement, several Montana 
producers could receive a substantial cash settlement. On the 
negative side, uncertainty over log supply remains a major 
and perhaps growing issue.
The Bureau’s survey of wood products industry executives, 
conducted as part of the annual economic outlook, indicates 
that 45 percent of Montana mill operators expect 2004 to be 
better than 2003, and 45 percent expect it to be worse. 
Roughly 45 percent expect production to be up, and 85 
percent expect prices to be the same or better in 2004 than in 
2003. Nearly 60 percent expect sales and profits to be higher 
in 2004, but 60 percent also expect their employment to drop 
from 2003 levels. Virtually all of the mill operators surveyed
Figure 2
S ales Value off M ontana’s  
Wood and P aper P roducts, 
1945-2003
Source: American Plywood Association; Bureau of Business and Economic Research, 
The University of Montana-Missoula; Western Wood Products Association.
Figure 3
M ontana F orest Industry  Employment, 
1945-2003
Source: Bureau of Economic Analysis, U.S. Department of Commerce; Bureau of 
Business and Economic Research, The University of Montana-Missoula.
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Figure 4 Figure 5
M ontana Lumber and Plywood Production , M ontana N ational F o rest Timber 
1945-2003  Cut and Sold Volumes, 1989-2003
Source: American Plywood Association; Bureau of Business and Economic Research,
The University o f Montana-Missoula; Western Wood Products Association. Source: USDA Forest Service Region One, Missoula, Montana.
expect raw material availability and timber cost from both 
public and private lands to be a major issue affecting their 
operations in 2004. In previous surveys, only 50 to 60 
percent listed raw material availability as a major issue. Other 
issues mentioned included foreign trade and labor force.
Increases in raw material availability may develop 
through treatments designed for forest ecosystem restoration 
and fire hazard reduction. The December signing of the 
Healthy Forests Restoration Act may increase the ability of 
the Forest Service to undertake these projects. Recent studies 
by the Bureau indicate that milling capacity is available in 
the state, and Montana mills have the capability to process 
materials that would be removed from forests as part of these 
treatments. However, determined resistance by some groups 
remains a threat to treatments that produce commercial 
timber products.Q
Charles E. Keegan III is director of forest industry research at 
The University of Montana-Missoula Bureau of Business and 
Economic Research; Todd A. Morgan is a research forester at the 
Bureau; Steven R. Shook is assistant professor of forest products 
marketing at the University of Idaho, Moscow; Francis G. 
Wagner is professor of forest products at the University of Idaho, 
Moscow; Keith A. Blatner is a professor in the Department of 
Natural Resource Sciences at Washington State University, 
Pullman. The annual analysis of Montana’s forest products 
industry is part an output of the Inland Northwest Forest 
Products Research Consortium.
Figure 6
M ontana Timber H arvested  by O w nership, 
1945-2003
Source: Bureau of Business and Economic Research, The University of 
Montana-Missoula; USDA Forest Service Region One, Missoula, Montana.
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Services creates customized solutions to help manage your wealth and meet your financial 
objectives. Whether your needs require immediate action or long range planning, we provide 
wealth management with a personal touch.
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